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On Keynesian Unemployment

Ryoichi Usami

ABSTRACT

This paper discusses Keynesian unemployment. First, we present an
overview of data on the unemployment rate published by The Japan
Institute for Labor Policy and Training. The demand-deficient
unemployment rate had been rising in 1990s that is a decade of recession
after collapse of the bubble economy. Second, we look at the
fundamental model of the macro economy in the short run as a
preparation of an analysis in the following section. The fundamental
model predicts something inconsistent with the data. We develop a
two-period model which will resolve the inconsistency. A constant-
returns technology plays a key role in our model. Finally, using the
model, we examine a relationship between the wage rate and the level of
Keynesian unemployment. The result shows that there is a possibility
that the scale of Keynesian unemployment does not decrease even if the

wage rate is flexible.
Keywords : Keynesian unemployment; demand-deficient unemployment;

price rigidity.
JEL Classification Number : E24.
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